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FOREWORD

This research aid provides detailed information on the credits and
grants extended by Communist countries to each other since 1945. Sum-
mary tables and a brief analysis of the data are included to show the
over-all scope of Communist mutual economic assistance, highlighting
particularly the contribution of the USSR to the total and the depend-
ence of the Communist countries on mutual financial aid for economic -
development.

The data in the tables have been compiled from statements in various
Communist and Free World periodicals and newspapers, US foreign service
despatches, radiobroadcasts, and miscellaneous publications. This sum-
mary of economic assistance does not consider such financial concessions
as the cancellation of debts, the transfer of Soviet shares in Jjoint
companies, reimbursement fees for use of transportation and -communica-
tions facilitles, or the settlement of compensation claims.

The values shown in this research aid represent totals of known
amounts only and thus may be understated in some cases. Some estimates
have been made for unaveilable value data; these are indicated in the
country tables. Ruble values and the values of other national curren-
cies have been converted to US dollars according to the official com-
mercial rates of exchange of the respective currencies.

The over-all classification of this research aid is SECRET, although

many tables are UNCLASSIFIED. Specific tables and individual items hav-
ing a security classification are so designated.
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COMMUNIST MUTUAL ECONOMIC ASSISTANCE¥

Summaxry

Current programs for the economic development of the Communist
countries rely heavily on medium and long-term credits to cover pur-
chases of industrial equipment and machinery, complete plants, and
transportation equipment. Many credit arrangements include provi-
sions for technical assistance and contracts for construction of
buildings as well as for installation of the equipment acquired under
the credits. In addition to goods related to specific economic de-
velopment projects, foodstuffs and other commodity shipments also are
financed through medium-term credit arrangements when deemed expedient.

Since 1945 the Communist countries have extended mutual economic
assistance in the form of medium and long-term credits and grants
totaling $11 billion, with the USSR supplying more than 70 percent
of this sum.** Grant aid comprised about $1.4 billion of the total.
The recipients of the largest amounts of economic aid have been Fast
Germany, North Korea, Cuba, Poland, and Bulgaria, each of which has
obtained more than $l billion in credits and grants to build up or
bolster its economy.

" Soviet credits have played an important role in the industrializa-
tion of Eastern Europe and have been instrumental in developing a close
economic interdependence between the Satellites*** and the USSR. So-
viet aid to the Satellites has amounted to $4.1 billion since 1945,
about one-third of which was extended in the period before 1956, Many
of the earlier credits were for the development of industries in direct
support of Soviet needs.T A major modification of Soviet economic
policy occurred following the uprisings in Poland and Hungary in 1956,
To promote economic stability and to prevent further disaffection,
emergency assistance for food, building materials, and other goods

* The estimates and conclusions in this research aid represent the
best judgment of this Office as of 1 August 196k,

*% It is estimated that about 80 percent of the total extensions had
been utilized by the end of 1963. Data are insufficient to permit de-
tailed estimates of drawings.

*¥%  The terms Satellites and European Satellites are used interchange-
ably in this research aid to refer to Bulgaria, Czechoslovakia, East
Germany, Hungary, Poland, and Rumania.

t Although the USSR extended $4.1 billion in credits to the European
Satellites in the period 1945 - June 1964, a much larger amount was
taken from the Satellites in the early postwar reriod in the form of
reparations, dismantled plants, and ownership shares in industrisl com-
panies.
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amounting to nearly $200 million was extended to Hungary (including
$10 million in grant aid and $50 million in foreign exchange), and
credit extensions to Poland and other Satellites were stepped up.

In 1956-57 alone, credits and grants of $1.2 billion were provided
to the Satellites by the USSR compared with $1.4 billion extended in
the entire period 1945-55. For economic credits and grants mutually
extended by Communist countries during 1956-63, see the accompanying
chart, Figure 1.

| MILLION US $ USSR
1,500 —— [Z] Communist China

European Satellites

1,052

302

H

1956 1957 1958 1959 1960

The USSR has supplied substantial credits to the East German eco-
nomy since 1956. East Germany received credits of $260 million in 1957
($160 million of which was in convertible currency) and $235 million in
1958 for industrial equipment, particularly for the chemical industry,
and for foodstuffs and other commodities. In 1961 the USSR promised
further assistance to East Germany to alleviate some of its economic
difficulties. Although the FEast German press reported the value of this
8id as $475 million for use during 1961-65, there has been no Soviet con-
firmation of this amount. More than $300 million is estimated to have
been ubilized in 1961 and 1962 to cover deficits on current account in
those years. An additional sum of $133 million was specified for use in
1963, although it was not required to balance current trade. Some of
this assistance may involve a refunding of East German debts on earlier
Soviet loans falling due during this period.

-2 -
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Since the immediate postwar period, the USSR has heavily subsidized
the industrial development of the Bulgarian economy. Recently this
assistance has been increased. More than $700 million in credits has
been extended to Bulgaria since December 1960 to carry out an industrial
expansion program which began in 1961 and is expected to extend through

1970.

Beneficiaries of Soviet credits and grants in Communist areas out-
side Europe have been Communist China, Cuba, Mongolia, North Korea, and
North Vietnam. Only two specific economic credits are known to have
been extended to Communist China by the USSR during 1945-55. These
credits of $300 million in 1950 and $130 million in 1954 enabled the
Chinese to import materials and equipment for their industrialization
program. In addition, an unknown amount of credit was extended for other
shipments =-- presumably including Korean War materiel -- and financial
arrangements were concluded to permit the Chinese to purchase the Soviet
interest in the Sino-Soviet joint stock companies as well as equipment
left behind when Soviet troops withdrew from the Port Arthur area. This
additional financial assistance is estimated at $900 million -- a debt
which China has been gradually liquidating. In 1961, part of a large
clearing account debt to the USSR, built up in previous years, was for-
malized into a credit of $320 million. An additional credit of $45 mil-
lion was extended for the purchase of sugar at that time. Although the
Soviet authorities claim to have offered additional financial assistance
since 1961, the Chinese appear to have refused further aid and have made
strenuous efforts to eliminate thelr debt to the USSR ahead of schedule,

The largest Satellite creditors, Czechoslovakia and East Germany,
have supplied credits and grants to other Communist countries amounting
to $626 million and $438 million, respectively, since 1945, Poland has
participated in the mutual aid program to the extent of $289 million.
Other Satellites have extended only relatively minor amounts of aid,
primarily because these countries, at least until now, have lacked the
capacity to supply most of the heavy equipment needed for industrial
projects or because of balance-of-payments problems which precluded
such credit extensions. Assistance programs of the European Satellites
have been primarily related to the development of raw materials or the
expansion of industrial facilities in trading-partner countries. In
most cases, repayment is made through shipments of commodities, quotas
for which are incorporated in the trade agreements. A number’'of Joint
investment projects for the development of raw materials and power have
been undertaken on a bilateral or multilateral basis among the Satellite
countries; many of these provide for long-term credit arrangements.

Economic aid to Cuba was initiated in 1960 when the USSR extended a
long-term credit of $100 million for support of the Castro regime.
Since then, additional Soviet credits of $833 million have been extended
to Cuba, and credits and grants from the European Satellites and Com-
munist China have totaled $127 million and $95 million, respectively.

-3 -
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Mongolia has received about $850 million in credits and grants
from the Communist countries, of which the USSR has supplied by far
the largest share -- $703 million -- and Communigt China most of the
remainder -- $115 million. This aid has served to provide a wide
variety of basic facilities, including factories, lumber mills, agri-
cultural machinery, housing, and electric power.

North Korea and North Vietnam have each received large amounts of
economic assistance from the Communist countries to overcome the dis-
astrous effects of wars in these areas and for economic development
purposes. Of total extensions to North Korea, -amounting to $1.L4 bil-
lion, the USSR is estimated to have supplied $690 million, Communist
China $400 million, and the European Satellites about $309 million.
About 60 percent of this amount was provided in the form of grants,
indicating the degree to which the Communist countries have subsidized
the North Korean economy. In the case of North Vietnam, total credits
and grants have been received in the amount of $960 million, of which
Communist China and the USSR together contributed about 85 percent.
Approximately 4O percent was grant aid made available primarily during
the reconstruction years, 1955-57. Since that time, aid has consisted
principally of low-interest credits for industrial and agricultural
development.

Long-term credits and grants to Albania have totaled nearly $550
million since 1945. Of this sum, Communist China has supplied $263
million, the USSR $171 million, and the European Satellites $110 mil-
lion. The first large credit to Albania from Communist China was
arranged in February 1961, when relations with the USSR were deterio-
rating. The USSR canceled its credit commitments and later that year
broke relations with Albania. Soviet-Albanian trade ceased with the
break in relations, and no new credit extensions to Albania have ‘been
reported by either the USSR or the European Satellites since 1961,
although trade relations between the Satellites and Albania have con-
tinued.

The extension of Communist credits to Yugoslavia has been influ-
enced by the turn of political events. During 1956-63, following the
reestablishment of trading relations with the Soviet Bloc, credits
and grants amounting to $200 million were extended to Yugoslavia by
the USSR, Czechoslovakia, Poland, and Hungary (excluding credits of
about $350 million that were extended in 1956 but suspended in 1958).
An unconfirmed report in May 1964 states that Hungary has extended a
further credit of $l3O million for powerplant equipment and construc-
tion in Yugoslavia, to be repaid through deliveries of electric power.

Credits extended by the Communist countries are generally expressed
in terms of rubles and usually call for 2 percent interest with re-
payment up to 15 years. The period in which an allocated credit is
used depends on the amount and character of the eguipment and goods
which are supplied on credit. If complex equipment is supplied, it

k-
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may be several years before the credit is fully drawn. Terms are

set forth in an administrative agreement giving the purpose and time
period of the allocation, the period of repayment, the manner of com-
puting interest payments, and other technical details.

For summary tables showing economic credits and grants, by donor
and recipient; the net position of each donor; and joint investment
projects undertaken by the Communist countries, see Tables 1 through
‘% and the chart, Figure 2.%% TFor detailed credit information, ar-
ranged alphabetically by donor country, see Tables 8 through 83.%%*

¥ Pp. 9 through 16, below.
*%  Following p. 6.
**¥%¥  Pp. 19 through 98, below.

- 5 -
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SUMMARY TABLES
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